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Financial Facts in 

Brief 



1949 

1948 

Net Sales or Shipments. 

$147,245,000 

$143,919,000 

Net Income (after taxes). 

5,853,000 

5,491,000 

Dividends Declared: 



On Preferred Stock ($7.00 per share) ... 

1,400,000 

1,400,000 

On Common Stock ($1.40 per share) .... 

2,491,000 

2,491,000 

Net Income Retained in the Business. 

1,962,000 

1,600,000 

Payrolls and Various Social Security Plans 

38,681.000 

40,909,000 

Number of Employees . 

8,444 

10,345 

Additions to Property, Plant and Equipment 

2,675,000 

2,360,000 

Wear and Obsolescence of Facilities (depreciation) 

2,171,000 

1,882,000 

Loan Payable. 

15.000,000 

15,300,000 

Net Working Capital . 

43,851.000 

42,534,000 

Number of Stockholders. 

20,717 

21,578 

Earnings per Common Share. 

2.50 

2.30 
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TO THE STOCKHOLDERS 


Youu Company completed the first half of 
the twentieth century fully converted to a 
business which was not even imagined at its 
organization in 1901 —the manufacture of 
diesel-electric locomotives. Fifty years ago 
the remarkable performance of the heavy 
American type 4-4-0 steam locomotive had 
just achieved world-wide acclaim. In the 
year 1900 there was a record output of 417 
units. 

As late as 1944 and 1945 American Loco¬ 
motive Company produced over 1,000 steam 
locomotives each year. But, in 1949, 779 
Alco-GE diesel-electric locomotives rolled off 
American Locomotive’s production lines to 
meet the pressing demand of railroads, them¬ 
selves undergoing a revolution. Alco did not 
build a single steam locomotive in 1949, and 
it had disposed of its steam manufacturing 
facilities. 

The economy and efficiency of diesel power 
now clearly foretell the eventual total replace¬ 
ment of steam locomotives on railroads in 
the United States. Railroad experts estimate 
it will be at least twelve years, at present 
rate of purchases, before steam power is 
completely replaced by diesels. Your Com¬ 
pany will compete aggressively for its share 
of this business. 
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AMERICAN LOCOMOTIVE COMPANY 


FINANCIAL REVIEW 
Sales 

Despite interruptions of work at our prin¬ 
cipal plant—necessitated by material short¬ 
ages—1949 sales reached a new peace¬ 
time high of $147,245,000, an increase of 
$3,326,000 over 1948, the previous high 
year. 

Sales of diesel-electric locomotives and 
parts rose 18% over 1948 deliveries and 
represented 80% of total shipments. Other 
divisional sales approximated 1948 results 
with the exception of the Railway Steel 
Spring Division where deliveries fell off in 
line with the reduced car building programs 
throughout the industry. 

As of a recent date, the Company’s backlog 
of unfilled orders was $50,000,000. 

Earnings and Dividends 

Net profit for the year amounted to 
$5,853,000—equal, after preferred dividend 
requirements, to $2.50 per common share. 
While this profit is $362,000 greater than 
1948 earnings of $5,491,000—or $2.30 per 
common share—it is less than anticipated at 
the beginning of the year. Economies result¬ 
ing from the full changeover to diesel pro¬ 
duction were offset to a large extent by price 
cuts on diesel-electric locomotives, various 
set-backs in production occasioned by short¬ 
ages of materials, and by unusually heavy 


expenditures for new developments and the 
improvement of existing products. Earnings 
of the second half of the year were about 
$900,000 less than those of the first half 
reflecting chiefly the full effect of reductions 
in selling prices required by competitive 
conditions. 

During 1949 the Company maintained its 
regular 7% annual dividend on its pre¬ 
ferred stock and paid quarterly dividends of 
35^ per share — $1.40 for the year — on its 
common stock. Total dividends paid in 1949 
represented 67% of earnings. At the Board 
meeting on February 23, 1950 the Directors 
voted a common stock dividend of 25^ in¬ 
stead of the 35^ paid quarterly during the 
last three years. This change seemed to 
your Directors prudent in the light of a 
less assured outlook now than at this time 
last year. 

Loans 

As pointed out in our June 1949 report to 
the stockholders a new fifteen-year loan 
agreement for $15,000,000 was executed 
with Metropolitan Life Insurance Company 
on June 24th. Amortization payments at the 
rate of $1,200,000 annually begin March 1, 
1954. The Company reserves the right to 
prepay $750,000 annually to 1953 and 
$1,200,000 each year thereafter without 
premium. Accordingly, $750,000 was paid 
on March 1, 1950. 
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AMERICAN LOCOMOTIVE COMPANY 


Taxes 

All tax questions pertaining to 1945 and 
prior years have been settled, except our 
claims for relief from a portion of the 1941 
to 1945 excess profits taxes. No effect has 
been given these claims in the Company’s 
income account. 

THE OUTLOOK 

As the mid-century year 1950 opens, most 
factors point to a continuance of the trend to 
dieselization. Great economies have been re¬ 
alized by those railroads which have already 
dieselized. All roads are fully conscious that 
dieselization is a way to meet the ever grow¬ 
ing competition of other modes of transpor¬ 
tation and to offset the rising costs of labor 
and railroad operations generally. Higher 
rates were granted all carriers in late 1949, 
and 1950 is expected to he a better year 
financially for them than 1949. It is our 
conviction that locomotive demand will con¬ 
tinue high despite the record production of 
the past two years, subject only to some in¬ 
dividual financing problems. Against these 
favorable factors for the railroads, your 
Company has already experienced a decline 
in profits and backlog. However, our back¬ 
log-while less than last year—assures a 
good level of production during the first six 
months of 1950. 


As more and more roads dieselize, we 
expect a growing demand for replacement 
parts. Standardized parts can be manufac¬ 
tured more satisfactorily by the original 
locomotive builder and we expect to increase 
our sales of spare and replacement parts. 

While sales of our Railway Steel Spring 
products declined in the second half of 1949, 
the prospects for 1950 are encouraging. Late 
in 1949 several railroads announced new 
freight car purchase programs which should 
ultimately benefit our Steel Spring Division. 
Our Alco Products Division, serving the 
petroleum, chemical and utility industries, 
looks for good volume but competitive condi¬ 
tions may reduce profit margins. 

PLANT 

Capital Expenditures 

Remodeling and realignment of diesel 
locomotive facilities were completed in 1948 
so that no important capital expenditures 
were required in this division at Schenectady, 
but $2,675,000 was spent last year mainly 
to acquire a building and facilities at our 
Auburn plant previously leased from the 
Government, and to modernize the plants of 
our Railway Steel Spring Division. 

Depreciation and Obsolescence 

In 1949, $2,171,000 was provided for de¬ 
preciation and obsolescence. As a step in our 
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AMERICAN LOCOMOTIVE COM PA N I 


modernization program, the tire plant at 
Chicago Heights was closed and tire produc¬ 
tion concentrated in the Latrobe plant of the 
Steel Spring Division to effect substantial 
economies and make us more competitive. 
The Richmond plant, formerly engaged in 
the manufacture of steam locomotive parts, 
was closed and has been offered for sale. Cer¬ 
tain steam locomotive shops at Schenectady 
were also discontinued. The book value of 
these facilities was charged to special re¬ 
serves for depreciation and obsolescence pro¬ 
vided from prior years’ earnings to take care 
of such extraordinary plant retirements. 

RESEARCH AND DEVELOPMENT 

Constant studies are under way to improve 
and perfect our diesel-electric locomotives as 
well as the products of our Railway Steel 
Spring and Alco Products Divisions. 

The American Locomotive-General Elec¬ 
tric 4500-h.p. gas turbine electric locomotive 
has performed successfully under a great 
variety of difficult operating conditions in 
freight service on the Union Pacific Railroad. 
Further operating tests are being conducted 
in order to explore exhaustively the practical 
application of this type of power to American 
railroads. 

The research and development program 
for 1950 provides principally for further 
development of new r design engines and for 


continuing our turbocharger and manifold 
programs. Other research projects include 
studies of industrial-type heat exchangers 
and pipe line valves to expand the activities 
of our Alco Products Division. 

ORGANIZATION 
Employee Relations 

In January 1950 the Company entered into 
agreements w ith the United Steel Workers of 
America (CIO) ending negotiations in prog¬ 
ress since the expiration of the labor contracts 
last May. By working together without con¬ 
tracts during that period, men and manage¬ 
ment avoided a strike which would have been 
costly to all. Following the pattern set by 
other industries, the agreements provided, 
among other things, a Company-paid pension 
plan for hourly rated employees. 

The Plan will become effective May 1, 
1950, subject to prior approval by stock¬ 
holders and any necessary approval by the 
Internal Revenue Department. It will re¬ 
main in force for two years and, at the Com¬ 
pany’s option, for all or any part of an 
additional three years. The Union may not 
demand any additional pension benefits dur¬ 
ing the period of the Plan. 

Hourly rated employees reaching 65 years 
of age are entitled, upon retirement, to a pen¬ 
sion of $100 per month, including Federal 
Social Security payments, after 25 years of 
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service, and a proportionately lower pension 
for service between 15 and 25 years. The 
Plan also provides a disability benefit of 
$50 per month, including Social Security, 
for employees with at least 15 years of ser¬ 
vice who have not reached retirement age 
but have become totally and permanently 
incapacitated. 

The proxy statements to be mailed to stock¬ 
holders on or about March 13th, 1950 will 
set forth further details of the proposed 
pension plan which should be carefully 
examined. 

The Employees Retirement Plan for sala¬ 
ried employees which was approved by the 
stockholders in 1945 and in 1946 will con¬ 
tinue in full force and effect. 

Changes in Directors 
and Officers 

On January 16, 1950 the Board of Direc¬ 
tors complied with the request of Mr. R. B. 
McColl that he be retired as President of the 
Company, Director and member of the Ex¬ 
ecutive Committee. Mr. McColl’s resignation 
was accepted with regret and deep apprecia¬ 
tion of the services rendered by him during 
his more than forty years with the Company. 

The Board combined the offices of the 
Chairman of the Board and President and 
reappointed Mr. D. W. Fraser President in 
addition to his office as Chairman of the 
Board. 


Mr. Cyril J. C. Quinn was appointed Mem¬ 
ber of the Executive Committee to succeed 
Mr. R. B. McColl. 

Mr. Herman Press, Treasurer, was ap¬ 
pointed a Director to complete the unexpired 
term of Mr. R. B. McColl, retired. 

Effective July 31, 1949, Mr. W. L. Lentz 
resigned his office as Vice-President of your 
Company to become Superintendent of 
Equipment for The Delaware and Hudson 
Railroad. 

With deep regret the Board records the 
death of Mr. Sherman Miller, Vice-Presi¬ 
dent, Engineering, on September 24, 1949. 
Mr. Miller served the Company faithfully 
and well for more than fifty years. 

GENERAL 

Canadian Affiliate 

Montreal Locomotive Works, Limited, in 
which your Company has a four-seventh in¬ 
terest, is the first and foremost producer of 
diesel-electric locomotives in Canada. It is 
working in close cooperation with Canadian 
General Electric Company, Limited and 
Dominion Engineering Works, Limited. Fol¬ 
lowing the trend in the United States, 
Canadian railroads are turning to diesels. 
Since Montreal Locomotive Works, Limited, 
introduced this new industry to Canada in 
1948, 80 diesel-electric units have been 
delivered to Canadian roads. Two 2,000 
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h.p. passenger units leased from the parent 
company are now on test run for the 
Canadian National Railways. 

Realignment and expansion of the Mont¬ 
real plant for the manufacture of all types 
of diesel-electric locomotives are now com¬ 
pleted. The plant is well equipped to com¬ 
pete vigorously for diesel business, al¬ 
though steam power will also be produced 
—especially for export. 

Legal 

The attention of shareholders has been 
brought in each of the last two years to a suit 
by the Gyro Process Company against Amer¬ 
ican Locomotive Company. The original com¬ 
plaint was filed in 1940, but a greatly 
enlarged complaint was filed in December 
1947. It continues to be the opinion of the 
Company’s counsel that the claim of Gyro 
Process Company is without merit and no 
provision w ith respect to it has been made in 
the Company’s accounts. Although the case 
did not reach trial in 1949, as we thought 
probable a year ago, progress has been made 
to that end. 

Appreciation 

The Board of Directors expresses its grati¬ 
tude to the officers, employees and stock¬ 
holders of the Company —to the officers for 


their efficient management of Company af¬ 
fairs during the past year; to employees for 
their skill, loyalty and cooperation; to stock¬ 
holders for their continued support of and 
confidence in the Company, its officers and 
employees. 

Statements 

The Consolidated Statement of Financial 
Position at December 31, 1949 and the Con¬ 
solidated Statements of Income, and Net 
Income Retained in the Business (Earned 
Surplus) for the year then ended, together 
w ith the report of the Company’s accountants, 
Messrs. Leslie, Banks & Company, are shown 
on the following pages. Comparative figures 
for the previous year are included. 

With the discontinuance of steam locomo¬ 
tive production, which required more than 
six months lead time, short term financial 
statements will be more meaningful. Accord¬ 
ingly, commencing March 31,1950 quarterly 
financial reports will be sent to stockholders. 

Respectfully submitted for the 
Board of Directors, 

CHAIRMAN and PRESIDENT 

MARCH 10, 1950 
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AMERICAN LOCOMOTIVE COMPANY 

AND W H OLLY-OWNED SUBSIDIARIES 

CONSOLIDATED STATEMENT OF INCOME 
YEARS ENDED DECEMBER 31, 1949 AND 1948 

1949 


Net sales. $147,244,559 


Cost of products sold and operating expenses: 

Materials and services from others. 97,859,699 

Wages, salaries, life, health and unemployment insurance, pension and old age 

benefits, etc. 38,681,128 

Wear and obsolescence of facilities (depreciation). 2,171,435 

138,712,262 

Operating income. 8,532,297 

Dividends from subsidiary not consolidated. 660,090 

Interest and other dividends received. 115,204 

9,307,591 

Interest and other expense. 438,507 

Provision for federal and state income taxes . 3,016,000 

Net income for the year (Note 1). $ 5,853,084 


CONSOLIDATED STATEMENT OF NET INCOME 
RETAINED IN THE BUSINESS (EARNED SURPLUS) 
YEARS ENDED DECEMBER 31, 1949 AND 1948 

1949 


Net income retained in the business at beginning of year. $ 20,572,820 

Net income for year, per statement of income. 5,853,084 

26,425,904 

Cash dividends: 

On preferred stock ($7.00 per share). 1,400,000 

On common stock ($1.40 per share). 2,490,706 

3,890.706 

Net income retained in the business at end of year, shown on statement of financial 

position (earned surplus) (Note 2). $ 22,535,198 


See accompanying notes to financial statements 


1948 

$143,919,457 

92,774,237 

40,908,697 

1,882,171 

135,565,105 

8,354,352 

640,000 

80,671 

9,075,023 

314,364 

3.270,000 

$ 5,490,659 


1948 

$ 18,972,867 
5,490,659 

24,463,526 

1,400,000 

2.490.706 

3.890.706 
$ 20.572,820 
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AMERICAN LOCOMOTIVE COMPANY 


CONSOLIDATED STATEMENT OF FINANCIAL 

ASSETS 


CURRENT ASSETS: 

Cash. 

United States Government securities — at cost or redemption value (Note 3) 

Accounts receivable (less estimated uncollectables). 

Due from subsidiary not consolidated. 

Inventories — at cost, not in excess of market: 

Materials and supplies. 

Products in process of manufacture. 

Finished products. 

Total Inventories. 


Total Current Assets 


Working Capital: 
1949 - $43,850,506 
1948 — $42,534,418 


IN V E S T M E N T S - at or below cost: 

Securities of subsidiary not consolidated (Note 1). 

Securities deposited under special agreements with Workmen’s Compensation 

Commissions and others. 

Other security investments. 


Less reserve for possible loss 


PROPERTY, PLANT AND EQUIPMENT-on basis of cost: 

Land. 

Buildings, machinery and equipment. 

Less reserve for depreciation and obsolescence charged to operations . 


INSURANCE, TAXES AND OTHER EXPENSES 
— applicable to future periods. 


1949 

1948 

SI 1,033,370 

S 8,692,134 

13,122,942 

2,082,200 

10,348,519 

13,645,449 

1,217,812 

926,154 

6,607,445 

10,275,944 

10,587,292 

19,420,520 

8,675,690 

6,291,539 

25.870,427 

35,988,003 

61.593,070 

61,333,940 


1,714,286 

1,714,286 

2,313,978 

2,316,125 

1,052,282 

1,113,113 

5,080,546 

5,143,524 

935,000 

935,000 

4,145.546 

4,208,524 

2,274,147 

2,323,383 

50,225,002 

56,312,500 

52,499,149 

58,635,883 

23,610,885 

29,583,176 

28.888,264 

29,052,707 

559,043 

577,226 

S95.185.923 

$95,172,397 


See accompanying notes to financial statements 
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AND WHOLLY-OWNED SUBSIDIARIES 


POSITION DECEMBER 31, 1949 AND 1948 


LIABILITIES AND STOCKHOLDERS’ OWNERSHIP 


CURRENT LIABILITIES: 

Invoices payable, payrolls accrued, etc. 

Dividends payable. 

Advances on contracts. 

Estimated taxes on income (Note 3). 

Total Current Liabilities. 

NOTE PAYABLE —3V 2 %, payable $300,000 quarterly from March 1, 1954 to 
December 1, 1963 and balance, $3,000,000, on June 1, 1964. 

INSTALMENTS ON PURCHASE OF GOVERNMENT FACILITIES — 
due subsequent to December 31, 1950 . 

RESERVES: 

Deferred credits and operating reserves. 

Self insurance under Workmen’s Compensation laws. 

Reserve for past service pension costs. 

Reserve for contingencies. 


STOCKHOLDERS’ OWNERSHIP EVIDENCED BY: 

Preferred stock —7% cumulative, $100 par; callable at $115; 200,000 shares 

authorized and outstanding. 

Common stock — $1 par; authorized and issued 1,783,832 shares less 4,756 shares 

in Treasury — outstanding 1,779,076 shares. 

Amount paid the company for capital stock in excess of par value (capital surplus) 
Income retained in the business (earned surplus) (Note 2). 

Contingent Liabilities — reserves provided are deemed adequate to cover any losses 
that may arise from contingent liabilities such as guarantees, pending litigation, 
taxes, etc. 


1949 

1948 

$13,023,855 

$11,540,172 

972,677 

972,677 

422,901 

103,514 

3,323,131 

3,183,159 

17,742,564 

18.799.522 

15,000,000 

15,300,000 


416,050 

520,062 

576,643 

666,127 

1,681,412 

1,727,336 

1,237,630 

1,590,104 

873,000 

873,000 

4,368,685 

4,856,567 


20,000,000 

20,000,000 

1,779,076 

1,779,076 

13,344,350 

13,344,350 

22,535,198 

20,572,820 

57.658,624 

55,6%,246 

$95,185,923 

$95,172,397 


See accompanying notes to financial statements 










































NOTES TO FINANCIAL STATEMENTS 

Note 1—The Company’s equity in the undistributed net income of Montreal 
Locomotive Works, Limited, the subsidiary not consolidated, amounted to 
$649,444 and $103,377 for the years ended December 31, 1949 and 1948, respec¬ 
tively, and is not included in the consolidated statement of income. Its equity in 
the net assets of that subsidiary at December 31, 1949, adjusted to reflect the 
devaluation of the Canadian dollar during the year, amounted to $7,740,450— 
$6,026,164 represented undistributed earnings since acquisition. 

Note 2— Under the terms of the note payable the Company will not declare divi¬ 
dends (other than stock dividends) or apply any assets to the purchase, redemp¬ 
tion or retirement of any shares of its stock unless immediately thereafter (1) the 
consolidated net current assets will not be less than the greater of (a) the consoli¬ 
dated funded indebtedness plus $15,000,000 or (b) 200% of the consolidated 
funded indebtedness, and (2) the amount of such dividend or payment plus the 
aggregate of all such prior dividends and payments made since December 31, 
1948 will not be more than $2,250,000 plus the consolidated net income accrued 
subsequent to December 31, 1948. At December 31, 1949 the portion of net 
income retained in the business (earned surplus) not affected by this restriction 
was $4,212,378. 

Note 3 —U. S. Treasury Savings Notes Series D amounting to $2,000,000 which 
were deducted from Estimated Taxes on Income in the report to stockholders for 
1948 have been included in U. S. Government Securities in the statement of finan¬ 
cial position for purpose of comparison. 

Note 4—Reference is made to page 6 of the Chairman’s letter included in this 
report for information relative to the Company-paid pension plan for hourly rated 
employees which will take effect in 1950 subject to prior approval by stockholders 
and any necessary approval by the Internal Revenue Department. 
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ACCOUNTANTS’ REPORT 

TO THE BOARD OF DIRECTORS OF 

AMERICAN LOCOMOTIVE COMPANY: 

We have examined the consolidated statement of financial position of 
American Locomotive Company and wholly-owned subsidiaries as of December 
31, 1949, and the related consolidated statements of income and net income 
retained in the business (earned surplus) for the year then ended. Our examina¬ 
tion was made in accordance with generally accepted auditing standards, and 
accordingly included such tests of the accounting records and such other auditing 
procedures as we considered necessary in the circumstances. 

In our opinion, the accompanying consolidated statement of financial posi¬ 
tion and consolidated statements of income and net income retained in the 
business (earned surplus) present fairly the financial position of American 
Locomotive Company and wholly-owned subsidiaries at December 31, 1949, and 
the results of their operations for the year then ended, in conformity with gen¬ 
erally accepted accounting principles applied on a basis consistent with that of 
the preceding year. 

LESLIE, BANKS & COMPANY 

New York, N. Y. 

February 10,1950 















Up the mighty Hudson 

in the heart of the populous East . . . 
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of the Middle Atlantic States 
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. . . across the Middle West 

and the wheat-rich plains beyond 
























. . . across the rivers and lakes 

of a busy and prosperous America 
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... up and over the 

mountain ramparts of the Far West 
















. . . down into the 

sun-drenched coast of the Pacific 












Alco-GE locomotives are working for 
America's greatest railroads in mainline service 


Akron, Canton & Youngstown 

Minneapolis & St. Louis 

Atchison, Topeka & Santa Fe 

Minneapolis, St. R & S.S. Marie 

Atlanta & St. Andrews Bay 

Missouri-Illinois 

Boston & Maine 

Missouri-Kansas-Texas 

Canadian Pacific 

Missouri Pacific 

Chicago & Eastern Illinois 

New York Central 

Chicago Great Western 

New York, Chicago & St. Louis 

Chicago, Indianapolis & Louisville 

New York, New Haven & Hartford 

Chicago, Milwaukee, St. R & Pacific 

New York, Susquehanna & Western 

Chicago & Northwestern 

Northern Pacific 

Chicago, Rock Island & Pacific 

Pennsylvania 

Chesapeake & Ohio 

Pittsburgh & Lake Erie 

Delaware & Hudson 

Reading 

Denver & Rio Grande Western 

Seaboard Air Line 

Detroit & Mackinac 

Southern Pacific 

Duluth, South Shore & Atlantic 

Southern 

Elgin, Joliet & Eastern 

Spokane International 

Erie 

Spokane, Portland & Seattle 

Great Northern 

St. Louis-San Francisco 

Green Bay & Western 

St. Louis Southwestern 

Gulf, Mobile & Ohio 

Tennessee Central 

Kansas City Southern 

Texas & Pacific 

Lake Superior & Ishpeming 

Toledo, Peoria & Western 

Lehigh & New England 

Union Pacific 

Lehigh Valley 

Wabash 

Long Island 

Western Maryland 

Maine Central 

* Class I Railroads Operating in U.S. 


























